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IN THE CHANCERY COURT OF THE STATE OF TENNESSEE
TWENTIETH JUDICIAL DISTRICT, DAVIDSON COUNTY

STATE OF TENNESSER, ex rel,
PAULA A. FLOWERS, .
Commissioner of Comuerss and
Insursncs for the State of Tennessee,

| NF
NO.QZD_‘_,&._\ELSII

Petitioner,
Y.
THE RECIFROCAL ALLIANCE

(Rigk Retention Group), & Tennessee
domiciled insyrance company,

e N T’ e S N et ol ek N N Nt N N

Respondent.

CONSENT ORDER APPOINTING COMMISSJONER
AS RECFIVER FOR PURPOSES OF REHABILITATION;
’ AD INJUNCTION

This matier came to be heard upon the reguest of Patitioner, Paula A, Flowers,
Commissioner of Commerce end Insurance for the State of Tennegsse ;("Camissivonm" or
“Department™), by ber signature appesring below, and through ber counsel, Paul G. Sumumers,
Attorgey Genérxl of the State of Tennessee, end with the aMmt and gsonsent of the party
suthorized by Tm. Cade A.rm § 56-9-301(12) to consent for Reapondent The Reciprocel _

Alliance (Risk Retention Group), 2 Teanessee domiciled insurance company Jocated st 500

Interstete Bonlevard South, § - shville, Tennessee 37210 ("The Reciprocal Allianee”,

1), with the bepefit of counsel, by their signatures sppearing below, to

/mﬂﬁ:ipmnal Alliance (Risk Retention G‘t}'ép) Consent Order of Rehabilitation
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the entry of the following ordur of rebabilitation, Based on the pleadings, the congent of the
perties, and the record as 2 whole, this Court FINDS as follows: ‘

1. The Commissioner has determined, and The Reciprocal Alliance (Risk Reteation
Group) consents, that an order of rehabilitatjon of The Reciprocal Alliance (Risk Retention
Group) is necessary. Due to the hazardous financlal condition and receivership of Reﬁipmcai of
Ametica, domjeiled in Visginia, with which Respondent has reinsured substatially all of its
bustness, the Commissiener has determined that The Resiprocal Allmoce (Risk Retention Group)
is rendared izs suoh condition that further transaction of its business without rehabilitation wonld
be hazardows fnaucially to the insurer’s polieyholders, creditors s the publics

2. The Reviproeal Alliance's consent has been given to entry of this Order of

Rehabilitation and there is 8 proper sufficient basis for the following srder pursuant to Tenn.

Code Ang, §§ 36-9-301(1) and (12), due o such consent. The Reciprocal Allisnos waives

sammons aod the right to be heard before entry of this Gonsenf Order, and this Court has subject
matter jurisdicion of this action with venus properly within the Chancery Canrt of Davidson
County pursuant to Tean. Code Ann, § 55?9-104, and; )

3. This Court further FINDS that the Petitioner, Paula A. Flawers, is the duly
appointed Commissioner of Commeres and Jusurance for the State of Tennessee. Pursuant to
Tem. Code Anp. §§ 55?9*101, et zgg., the rehabilitation of g domeéﬁc ingurer, is t0 be copducted
by the Commissjoner after her appefurment as Rehabilitator by the Court. Teun, Cods Amn, §§
56-5-301, g neg ‘

THEREFORE, this Court hereby ORDERS, ADJUDNGES AND DECREES a5 follows:

Thw Reciprocal Alliange (Ratk Revention Group) Conoent Order of Rehawilitation
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I ?ﬁtiﬁoner Paula A. Flowers, ia her official capacity, or her sccessors in office, i
appeinted as Rehabilitator of The Reciproeal Alliance (Risk Retentlon Group), a Tennesses
dmm’.r:ﬂnd insurance company ("The Reciprocal Nﬁance", "Respondent” or "insurer”) for the
purpoaes of rehabilitation under Tenn. Code Anm. §ss-9-3oz. The Commissioner, as
Rehabilitator, i direated forthwith to take possession of the assets and records of The Recipocal
Alliznce and to administer them under the genaral supervision of the Court with all the powers
granted & Rebabjlitator under Tet. Cods Aan, §§ 56-9+101 gt eeq. This Order vems titls to all
aakﬁets of The Reciprocal Alliance in the Rehabili tator, The Commissioner as Rehabilitator is
hereby authorized and dirscted to condust the business of the Respondent and iaks all‘ steps as
the Rahabilitatbr deens necessary or appropriate end as the Court may hereafter suthorize, if
spproval is required, to reform and revitalize the Respondent. The Commissioner shall have
irnmediate access fo and shall occupy and control the premises and sl records, datsbases, and
computer files used to cawry out the businesy of The Reciprocal Allience, regardless of their
location and possession, Under Tenn, Code Ann, § 56-9-302(c), entry of this order of
rehabilitation shall ot constitute an anticipatory bresch of any contracts of the Respondent nior
ghall it be grounds for retroactive revacation or retroactive cancellation of any contracts of the
insurer, unless such revocation or caneellation is done by the Rehabilitster pursuant to Tenn,
Code Ann. § 565-9.303, The Commissioner ip her role as Rehabilitator, or as otherwise
suthorized, may make any invesﬁgatiun of Respondent’s operations and affairs, including its
financial condition, as she deems aporopriate;

2. Pursuaat to Tenn. Code Aun, § 56-9-105(a)(1-11), ll persons, flrms, cotporations

and agsacistions, including, but not limited to, Respondent The Reciprocal Alliance and its

The M‘lmﬁﬁl Allimape (Risk Retention Group) Consent Order of Rehabilitntion
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officers, directors, stockholders, megubers, subseribers, agents, contractors, snbeontractors and all
other persons with authority over or in charge of any segment of 'fhe Reciprocal Alliance's
affairs, are prohibited and tepaporarily enjoined from the transaction of The Reciprocal Alliance's
business, or the waste or dsposition of iis propenty, or the dastruntion; deletion, modification, or
waste of its records, detabeses or esmputer files, or the commencement or prosecution of any
aetions, or the obtaining of prefereyces, judgments, attachments or other liens, or the making of
ey levy against the ingurer or againgt its assels or any pan therenf until further order of this
Court; eod this Court fiuther authorlzes the Rehabilitator to apply outside of Tennessee for the
relief described in Tenn. Cods Amn, § 56-9-105();

3, Pursuant ta Tenn. Code Aon § 56.9-106, the officers, mapsgers, dirsotors,
triastees, ownsrs, employess, agents, contractors or subeontractars of The Rex:ipfncal Alliance,
and sy other persens with suthoxity over or i chargs of any segment of The Reciprocal
Allisnee's affairs, sre ardered and requited 10 cooperste with the Commissioner in the c.m-mg
out. of the rehabilitation, The term "person” shal] include any person who exerciges mnﬁnl
diveatly or indirectly over astivitiss of the The Reciprocal Allianse through any balding

* company, parent company, or ather affiliate of The Reciprocel Alﬂ.ﬁnca, Further, the term .
“person’” shall include eny person who exercises control or paxﬁcipaﬁon inthe éotivitias of the
The Reciprocal Alliaucs, such a8 through the record-keeping and computer systems operatiun
relating to the awﬁVitiés of the The Reciprocal Allisnce. *To conperate” shall include, but shall
net be lmited w, the follnm: (1) to reply piomptly in writing to any ix:quiry ﬁ@m the
Commissjoner requesting such & reply; and (2) io pressrye and to maks availsbiz to the

" Cornmissioner auy and all books, bapk and ivestment accounts, dotmmnents, or vther records ot

The Reciproca] Alliance (e Retention Qroup) Consent Order of Rehsbilitatian
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information or computer programs and databases or property of or pertiiniog to The Reciprocal
Alliance and in his possession, custody or congol. No person shall sbstruct oy interfere with the
Cormissioner in the conduet of this rebabilitation; |

4, Ay bank, savings and loan association, financial institution or other person
which bas on deposit, {n its possession, custedy or control any fimds, accounts and any other
assets of The Reciprocal Alliapce, shail hn;ng'diately transfer titles, pustody énd. contrel of )1l such
funds, acconanty, of 8seers 1o the Rebabilitator, aud are herchy instrusted that the Rehabilitator has
absolute cuntrol over such funds, scoounts and other assets, The Rehabilitatar may chenge the
name of such apcovnte md other gsgets, withdraw them from such bank, savings and loaa
associstion or other finanels] ';'m;ﬁmﬁun., or take any lesser action necessary for the proper
conduct of this receivership., No hank, savings md loan assoclation or other finmacial institution
shall exerciae any form of set-off, alleged set-0ff, liwn, any form of self-help whatsoever, or
refuse to transfer any funds or assets to the Rehabilitator's coptral without the permission of this
Cowt;

5, Ths amcunts held in the custodial deposit account established by The Reciprocal
Allianes with the Cormmissioner shall be ﬁ@iﬂhe«i 1o the Rehabilitator for the statutory purposss
it the rehabifitatjon of The Reciprocal Alliance, for which the Rebabilitator may draw down such
finds; _

6. The Commissinner as Rehabilitator is sulhorized, pursuant 46 Tenn Code Ana, §
56-9-303(a), to sppoint oue or mr@ special deputy commissioners, Who ghall have all the powers
and respopsibilities of the R.mhn‘bﬁiwm granted ﬁndw' Teon. Code Ann. §§ 56-5-101, et zgq,

Futher tbgt the Commissiopsr be authorized pursuant 1o Term, Code Aon. § 56-8-303(e),

The Reciproos! Allisnce (Kisk Retestion Group) Censent Order of Rehabilitation
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employ such sounsel, clexks, and assistents 8s deemed necessary, The compensation of the
special deputy(ies), counsel, clerks and sssistants and all expenses of taking possession of the
jasurer and of conducting the procesdings shall be fixed by the Commissioner, with the approval

~ of the Cougt and shall be paid out of the funds or assets of the insurer upon the request of or at
the direction of the Cowumissioner. The persons appointed under this section shall serve at the
pleasure of the Commissioner;

7. The Commissioner, &8 Keabilitator, [s ordered o meke an accountiag ta the
Court 86 less frequent]y them semi-annually. The report shell includs the Rehabilitator's opinion
35 to the Ilikelihood that a plan under Tenn. Code Ann. § 56-9-303(e) will be prepared and the
timetable for doing so;

8. As set forth in Teng. Code Ann. § 56-9-303(c), the Rehabilitator is ordered and
may take such action as she deemns necessary or appropriate to reform and revitalize the insurer.
She shall have all the powers of the directors, officers, and managers, whose sutharity shall be
suspendted, except as they are redelegated by fhe Rehiabilitator, She shall have full pover to
direct and manage, to hire and discherge employess subject w any contract rights they may have, -
and to deal with the property and business of the insurer; |

9. | As got forth in Tean. Code Ann, § $6-9-303(d), if it appears o the Rehahilitator
that thenvhxs been criming] gr tortious cendust, or breach of any contractual or fiduciary
obligation detriments] to the insurer by any officer, manager, agent, broker, employee of other
person, shs may pursue all sppropriate legal remedies on behalf of the igstwer; |

10. = Asset furth in Temn, Code Ann. § 56-9-3U3(e), ifthe Rchahilizutur determines

that recrganization, sonsolidstion, conversion, reinsurance, merger or other transformation of the

The Resiproual Alliance (Risk Reteation Gronp) Content Order of Eshakilitation
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insurer i8 appropriate, she shall prepare 2 plan to effect such changes. Upon application of the

Rehshilitator for approval of the plan, and after such notice and hearings as the Court rmpy

| prescribe, the Court may either approve or disapprove the plan proposed, or may modify it and

approve it as modified. Any plan spproved under this section shall be, in the judgment of the
Cowt, fair and equitsble to all parties concerned. If the plan is approved, the Rehabilitator shall
carry out the plan;

1l.  The Rehabilitator shall havs the power under Tenn, Code Ann, §§ 36-9-315 and
316, as epplicable, to avoid fraudulent fyansfers;

12.  Statutory Stay of Pending Teunesseg Litlgmilm: Puzsuant to Tenn, Code Ann
§ 56-9-304, any Court in this State before Which ary action in which the insurer is & party, oris
obligated to defend a paxty, is pending when this rehebilitution order is entered, shall stay the
action or proceeding for ninsty (90) days and such additional tie ag is necessary for the
Rehabilitator to obtain proper repregeptation and prepare for further proceedings. The

Rehabilitator ghell take such action respesting the pending litigation as she desms necessary in

the interest of justivs aud for the protection of creditors, policyholders, aud the public, The

Rehbilitator shall immediately consider all litigation pending owtside this State and slzall
petition the courts haviag jurisdiction over that litigation for stays whanever necessary 1o protect
the estate of the insurer;

13.  Pursuant to Tenn. Code Ann. § 56-9-304, no statute of limitations or defease of
laches shall rug with respect to eny action by or against the fnsurer between the flling of this
petition/consent order for appolotment of a Rehabilitator for the insurer and the entry of this

order. Any sction against the insurer that might have been commenced when the petition was

The Reciprocal Alliznce (Risk Retention Group) Cangent Order of Rebabilitation
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filed may be commenced for at lezst sixty (60) days after this order of rehabilitation is entered or
the petition is denled. The Rehabilitator may, upon an erder for rehubilitation, within one (1)
yeae or such other Jonger time as appliceble law may permit, institute ap action or proceeding ou
bebalf of the insurer upon any cause of action ageinst which the period of limitation fixed by
applicable law has not expired at the time of the filing of the petition upim which such order is
entered;

14, Ifit proves necessary snd the Comtmissioner hclizévcs further efforts to 1chabilituto

- the insurer would substastially increase the risk of ioss to credita;ra, policyholders, enrullees or
the public, or would b futile, the Comumissioner is permitted to petition for the telief under
Tenn, Code Ann. § 56-9-305 to convert the g#ﬁon to liguidation of Respondent within this
action. The Respondent shall be permitted fo respond Lo such petition to convert this sotion to
liquidation at such tima; which response may sither be cansent or opposition to the petition at
such time. The Respandent snd/or its dirsctors may exercise zny ofher sights they have under
T&ﬁncssee law;

15,  Any persan, firm, cotporaiion or other entity having notice of this Order that fuils
to abide by its terms shall be directed to appear before this Coust to shew good cause, if auy they
may have, as to why they shoyld not be held in canteript of Court for violation of the provisions
of this Ordes; 7

16 Nobopdis méuired of the Conunissioner as a prerequdsits for the filing of this
petition or entry of this consent order or for the issuance of any injunction, resﬁaining arder, or

-

additinnal ordex issued as provided by Tenn. Code Ann. § 20-13-101, and;

The Reoiprocal Alfence (Risk Remmtion Grovp) Concert Order of Rehabliftation
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-

17. The Commissivner way apply to the Court Sor any further orders which may be

nscessary to implement the terms of this order, or in aid thereof, to which she may be eutitled.

‘This Court reteius jﬁrisdiction for the purposs of granting such further relief as from time to time

shetl be decmed appropriste.
IT IS SO ORDERED, tais == | diyof J&@nUary  z003at 3 3L 03P M.
N/, &m\w
. CHANCELLOR
Agreed aud spproved for entry by:
STATE OF TENNESSEE
At thi true copy
| hereby certify that thisis @

Q. of orlgm | instturasat filed in my office.

Commissioner, Depmtment of Commerce IAC. BON
Insumnce C

PAUL G. SUMBERS (BPR. 6285)
Attomey General and Reporter

,«/ p? /ﬁ// /;74,»{/

SA:RAH A HIESTAND (BPR 14217)

Sexior Counsel, Financial Division :

P, O. Box 20207 : -
Nasghville, TN 37202

(615) 741-6035

The Reciprocs! Allispce (Rick Retention Group)
8 Tennessee domdeiled fngumnoe company

PY A et

The Reciprocal Allience (Risk Retention Groug) Consent Order of Rehabilitation
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By K ched (v E }?Ah/
Counsel for The Reciprocal Allisnce (Risk Retegtion Group)

The Reciprocal Allfance (Risk Retention Group) Consent Order of Rehebrlitation
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By execution hereof, The Reciprocal Alliance (Risk Retention Group) consents to entry
of this Consent Order of Rehabilitstion. The Reciprocal Alliance (Risk Reten ion Group) agrees
without reservation to all of the above terms and conditions and shal) be baun } by all provisions
herein, The nodersigned represents that he/she has the authority to bind The Feciprocal Alliance
(Risk Reteation Group) to the terms and conditions of this Consent Order.

(Attach-Board-of-Birectors>Resolution)- nisi ;r‘.ecwﬂo.u\

The Reciprocal Alliance (Risk Retention Group)

By '//'7/20»» ﬁ

(signature) Y

FHomas K S asng Seal
(printed or typed name)

Title: ﬁ?f.rwanf“ﬁ CEo

Date: ‘/?6/-{;

The Reciprocal Alliance (Risk Revention Group) Consent Order of Rehabilitarian
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